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Producers  63  (4-89)  —  Paid  Up 
With  640  Acres  Pooling  Provision 

PAID  UP  OIL  AND  GAS  LEASE 
(No  Surface  Use) 

Im.Iu™  E.£GI^EMENT  'S  made  th'S  ^  day  0f  between  JORGE  M.  FERNANDEZ  AND  WIFE.  DEMISE 

SMITHERS,  3034  Webb  Chapel  Ext.,  Dallas,  TX  75220  as  Lessor,  and  PALO  MA  BARNETT.  LLC.  1021  Main  Street.  Su"ite2finfT 
Houston  Texas  77002-6606  as  Lessee.  All  printed  portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as 
Lessee,  but  all  other  provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and  Lessee. 

descried  la'nThS  "**  ^  ^  Lessor  h6reby  ^  leases  and  le,s  e*clusive*  to  Lessee  the  following 

0.49  acres,  more  or  less,  situated  in  the  John  C  Roy  Survey,  A-1334,  and  being  Lot  7B,  Block  7,  of  Dalworthington  Gardens  Addition  an 
addition  to  the  City  of  Dalworthington  Gardens,  Tarrant  County,  Texas,  according  to  the  map  or  plat  thereof  recorded  in  Volume  388-152 
Page  80,  Plat  Records,  Tarrant  County,  Texas. 

in  the  County  of  TARRANT,  State  of  TEXAS,  containing  0A9  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  bv 

reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas.  along  with  all  hydrocarbon  and  non  hydrocarbon 
substances  produced  in  association  therewith  (including  geophysical/seismic  operations).  The  term  "gas"  as  used  herein  includes  helium  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  In  addition  to  the  above-described  leased  premises,  this  lease  also  covers  accretions  and  any  small  strips  or  parcels 
of  land  now  or  hereafter  owned  by  Lessor  which  are  contiguous  or  adjacent  to  the  above-described  ieased  premises,  and,  in  consideration  of  the  aforementioned  cash 
bonus.  Lessor  agrees  to  execute  at  Lessee's  request  any  additional  or  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered 
For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct  whether  actually 
more  or  less.  ' 

2.  This  lease,  which  is  a  "paid-up"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  three  (3)  years  from  the  date  hereof  and  for  as  long 
thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantifies  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is 
otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Royalties  on  oil.  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows-  (a)  For  oil  and  other  liquid 
hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to 
Lessor  at  the  wellhead  or  to  Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such 
production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  {or  if  there  is  no  such  price  then  prevailing  m  the  same  field  then  in  the  nearest  field  in  which 
there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity;  (b)  for  gas  (including  casinghead  gas)  and  ail  other  substances  covered  hereby  the  royalty 
shail  De  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  less  a  proportionate  part  of  ad  valorem  taxes  and  production 
severance,  or  other  excise  taxes  and  the  costs  incurred  by  Lessee  in  delivering,  processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee 
shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no 
such  price  then  prevailing  in  the  same  fiefd.  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on 
the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder;  and  (c)  if  at  the  end  of  the  primary  term  or  any  time  thereafter 
one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of  either  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities 
or  such  wells  are  waiting  on  hydraulic  fracture  stimulation,  but  such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells 
shall  nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  lease.  If  for  a  period  of  90  consecutive  days  such  well  or  wells  are 
shut-m  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  one  dollar  per  acre  then  covered  by  this  lease  such  payment  to  be 
made  to  Lessor  or  to  Lessor's  credit  in  the  depository  designated  beiow,  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the 
end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained 
by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until 
the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production  Lessee's  failure  to  properly  pay  shut-m  royalty  shall  render  Lessee  liable  for  the 
amount  due,  but  shall  not  operate  to  terminate  this  lease. 

4.  All  shut-in  royalty  payments  under  this  lease  shail  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in  at  lessor's  address  above  or  its  successors, 
which  shall  be  Lessor's  depository  agent  for  receiving  payments  regardless  of  changes  in  the  ownership  of  said  iand.  All  payments  or  tenders  may  be  made  in  currency 
or  by  check  or  by  draft  and  such  payments  or  tenders  to  Lessor  or  to  the  depository  by  deposit  in  the  US  Mails  in  a  stamped  envelope  addressed  to  the  depository  or  to 
the  Lessor  at  the  last  address  known  to  Lessee  shall  constitute  proper  payment.  If  the  depository  should  liquidate  or  be  succeeded  by  another  institution,  or  for  any 
reason  fail  or  refuse  to  accept  payment  hereunder,  Lessor  shall,  at  Lessee's  request,  deliver  to  Lessee  a  proper  recordable  instrument  naming  another  institution  as 
depository  agent  to  receive  payments. 

5.  Except  as  provided  for  in  Paragraph  3.  above,  if  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  "dry  hole")  on  the 
leased  premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause,  inciuding  a  revision  of  unit 
boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the  action  of  any  governmental  authority,  then  in  the  event  this  lease  is  not  otherwise  being  maintained  in  force 
it  shall  nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  existing  well  or  for  drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring 
production  on  the  leased  premises  or  lands  pooled  therewith  within  90  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  all 
production  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling, 
reworking  or  any  other  operations  reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such 
operations  are  prosecuted  with  no  cessation  of  more  than  90  consecutive  days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances 
covered  hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith  After  completion  of  a  well  capable  of 
producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator 
would  drill  under  the  same  or  similar  circumstances  to  (a)  develop  the  leased  premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on  the  leased 
premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from  uncompensated  drainage  by  any  well  or  wells  located  on  other  lands  not  pooled  therewith. 
There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein. 

6.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests,  as  to  any 
or  all  depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production,  whenever  Lessee  deems  it 
necessary  or  proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other 
lands  or  interests.  The  unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not  exceed  ao  acres  plus  a  maximum  acreage  tolerance  of 
10%,  and  for  a  gas  well  or  a  horizontal  completion  shall  not  exceed  640  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for 
an  oil  well  or  gas  well  or  horizontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority 
having  jurisdiction  to  do  so.  For  the  purpose  of  the  foregoing,  the  terms  "oil  well"  and  'gas  well"  shall  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate 
governmental  authority,  or,  if  no  definition  is  so  prescribed,  "oil  well"  means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well" 
means  a  well  with  an  initial  gas-oil  ratio  of  100,000  cubic  feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using 
standard  lease  separator  facilities  or  equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  a  well  in  which  the  horizontal  component  of  the  gross 
completion  interval  in  the  reservoir  exceeds  the  vertical  component  thereof,  in  exercising  its  pooling  rights  hereunder,  Lessee  shall  file  of  record  a  written  declaration 
describing  the  unit  and  stating  the  effective  date  of  pooling.  Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  all  or  any  part  of  the  leased 
premises  shall  be  treated  as  if  it  were  production,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on  which  Lessor's  royalty  is 
calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  net  acreage  covered  by  this  lease  and  included  in  the  unit  bears  to  the  total  gross  acreage  m  the 
unit,  but  only  to  the  extent  such  proportion  of  unit  production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder, 
and  Lessee  shall  have  the  recurring  right  but  not  the  obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after 
commencement  of  production,  in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to 
conform  to  any  productive  acreage  determination  made  by  such  governmental  authority.  In  making  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration 
describing  the  revised  unit  and  stating  the  effective  date  of  revision.  To  the  extent  any  portion  of  the  leased  premises  is  included  in  or  excluded  from  the  unit  by  virtue  of 
such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted  accordingly.  In  the  absence  of  production  in  paying 
quantifies  from  a  unit,  or  upon  permanent  cessation  thereof.  Lessee  may  terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating  the 
date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

7.  if  Lessor  owns  less  than  me  full  mineral  estate  in  ail  or  any  part  of  the  leased  premises,  the  royalties  and  shut-in  royalties  payable  hereunder  for  any  well  on 
any  part  of  the  leased  premises  or  lands  pooled  therewith  shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased  premises  bears  to  the  full 
mineral  estate  in  such  part  of  the  leased  premises. 

8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone, 
and  the  rights  and  obligations  of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  in 
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designated  above,  if  at  any  time  two  or  more  persons  are  entSd  to £2 Z fSi  filS^^6         °f  deCedent  °r  decedent's  estate  in  the  depositor? 

6dK  l?^  deP°sitory-  jointly  or  separately  in  proportion  to  he  ?n?e  S  S "2*  ™n?  7?  P3y  °r*tender  SUCh  ShuWn  royalties  to  such  PerscnS  or  to 
th.  t  MSerf"eved  °f  a"  obli9atfons  thereafter  arising  vSth  respect  to  the  USiS  intend  Zt,  H  Le?fhee,transfers  its  interest  hereunder  in  whole  or  in  pari 
the  transferred  interest  shall  not  affect  the  rights  of  Lessee  with  respect :  te >  an^!Snrt^nSS?H   .m    6  transferee  t0  satisf*  **"  obligations  with  respect  to 

£  rS  t  are3(  "T*** tnis  lease- the  obligation  to  pay  wt^SS^SSSJSiSSiSit  ISfEf  5*"^  a  fU"  °r  UndiVided  interest  !n  al1  *  a"V 
the  net  acreage  interest  in  this  lease  then  held  by  each  royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in  proportion  to 

port-ono?*^ 

interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  S  thin  aTof  ?he  a2  «^^J2lfW!d  °™?ations  hereafter  arising  with  respect  to  the 
be  proportionately  reduced  in  accordance  with  the  net  acreage  interest  retained  hereunder  Y'  Le*Se8  8  °b"9atl°n  10  pay  or  tender  shuWn  "Wtite  shall 

herewith  in  p£^S,h^^  J"*  «  *»  'eased  premises  or  ,ands  pooled  or  unitized 

as  may  be  reasonably  necessary  for  such  purposes,  including  but  not limrled  to^L^^rS^  ♦!  '°  <?ndUCt  SUdl  °Peralions  ™  the  leased  premises 
canals,  pipelines,  tanks,  water  wells,  disposal  wel,  injection  wells  pite  Sric  Sri  telSSiK^SS  '  th(!)dr,l"ng  ?  wells'  and  *he  construction  and  use  of  roads, 
discover  produce,  store,  treat  and/or  transport  production.  LasseeTay  ^  other  fadlib'es  deemed  ™oessaiy  by  Lessee  to 

he  leased  premises,  except  water  from  Lessor's  wells  or  ponds  In  explorina  dt^toSfno  S'JS?„  5  i  TV  93S'  Water  and/or  other  ^bstances  produced  on 
ttie  ancillary  rights  granted  herein  shall  apply  (a)  to  the  Lmie^S^^^^S^f^3  from  the  !eased  °r  ,ands  pooled  therewith, 

termination  of  this  lease;  and  (b)  to  any  othe>  lands  in  vm^  l^^!^^^^^^^^  ™^J™«nB  any  partial  release  or  other  partia 
pooled  therewith.  When  requested  by  Lessor  in  writing,  Lessee  shall  bun?  fe  ^^^ISrfJ^Z  T  nflh?, ,n  the  V1Cinity  of  the  leased  Premi*«  or  lands 
200  feet  from  any  house  or  bam  now  on  the  leased  p  emlses or oftSten*  utt^  LS^aSnSTS?  fi  'andS'  N°  We"  sha"  be  located  less  than 

caused  by  its  operations  to  buildings  and  other  Improvements  nov/on  the  lease oremS  r,r  '  i   ^      ^!S0^S  C°nSent-  and  Lessee  shaN  Pav  for  ^mage 

Lessee  shall  have  the  right  at  any  time  to  remove  Its  fixtures TequTpmen^  ■land£'  andJ°  commercia'  *mber  and  growing  crops  thereon, 

term  of  this  lease  or  within  a  reasonable  time  thereafter         equ'pment  and  materials.  including  well  casing,  from  the  leased  premises  or  such  other  lands  during  the 

autho^havi^  ^t  to  ~^aws  rules,  re^ons  and  orders  of  any  governmental 

reworking,  production  or  other  operations  are  prevented  or  t^/^^^rmL^^nr^'  k  0lntr,fbstance5  covered  h^eby.  When  drilling, 
services,  material,  water,  electricity,  fuel,  access  or  easements  or  b fire ^  flooTadveri  wShSrnnm^  °r  by 'nablllty  t0  obtain  necessary  permits,  equipment, 
disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  pro£.£nX  '^urrection,  riot,  strike  or  labor 

reasonably  within  Lessee's  control,  this  lease  shall  not  isS^^^^rh  !^^n  n^  ?  f .  frarisport  sucn  Production,  or  by  any  other  cause  not 
shall  be  added  to  the  term  hereof.  Lessee  shall  not  be  7"  opti°n'  <he  peri0d  °f  SUCh  PreVSnti°n  °r  delay 

are  so  prevented,  delayed  or  interrupted.  y  express  or  imP"ed  covenants  of  this  lease  when  drilling,  production  or  other  operations 

purchase^romVe^lease'  cSgtT        ^VSS^J%£  bTfhtL*  °^  WJiCh  Le5SOr  is  ^  to  *>m  any  party  offering  to 

Lessee  w'tten  n5^  by  for  a  period  of  at  least  90  days  after  Lessor  has  given 

litigated  and  there  is  a  final  mS^^^Sf^S^S^^^^JSi  ^  ^  ^  ln  the  6Vent  the  mat?er  is 

given  a  reasonable  time  after  said  judicial  determination  to  remed"  IhTbLS  orTeS  and  ^S^SST^  Wh°"  "    Part  Un'eSS  LeSSee  iS 

other  operations  9  *  in  thiS  lease'  Ussee  Sha"  not  have  any         to  use  the  surface  of  the  leased  premises  for  drilling  or 

from  the  rtSilirZ^M^88?^  I™?*  °P*°"  10  eXtend  the  primary  ,erm  of  this  lease  for  an  additional  Period  <*       (2)  years 

this  lease  P     ^         Y  P  V  9    tendenn9  10  Lw80r  pn°r  t0  th8  end  of     primary  terTT1  the  same  bonus  consideration,  terms  and  conditions"a7"granted  for 

18,  Lessor  agrees  to  execute,  without  payment  of  additional  compensation,  any  and  all  documents  required  to  obtain  approval  from  anv  and  all  federal  *tetp 

n,nZZ^T^remmeni  COnaU<A  the  "^emplated  by  this  Lease,  including,  but  not  limited  to  dTsSnce  waTve  s"  c^n^ilernSt 

prohibiting  construction  of  improvements  within  certain  distances,  and  petitions  of  support  wvbi*,,  consents,  easements 

1 9.  This  lease  may  be  executed  in  counterparts,  each  of  which  is  deemed  an  original  and  all  of  which  only  constitute  one  original, 

DISCLAIMER  OF  REPRESENTATIONS:  Lessor  acknowledges  that  oil  and  gas  lease  payments,  in  the  form  of  rental,  bonus  and  royalty  are  market  sensitive  and  mav 
S?i  J2?lnf  ^  *ld  "Xth18  Le3Se  iS  the  prodUCt  0f  300d  faith  negolWions.  Lessor  understands  that  these  lea^yments  and terms  are  final  and 

aclnowSes ISTJZi^T0*  ^  *  ^  infl^er!cehLessor  reco9nizes  lease  "luas  could  go  up  or  down  depending  on  rnarli^iSsAaMo? 
acknowledges  that  no  representations  or  assurances  were  made  in  the  negotiation  of  this  lease  that  Lessor  would  get  the  highest  price  or  different  terms  deoendino  on 

^SS^^^S^10  thlS  l6aSe  Wi"  ^ 10  a'terthe  lemS          tfanSaC,i0n  baSed  UP°n  any  di?erin9  termS  negPo"a;e9wS 

t.a.n';  WITNESS  WHEREOF  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution  shall  be  binding  on  the  signatory  and  the 
Lesso?  executors,  admimstrators.  successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as 


Lessor. 

LESSOR  (WHETHER  ONE  OR  MQRE) 


Denise  Smithers 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


ACKNOWLEDGMENT 


This  instrument  was  acknowledged  before  me  on  the  T^^dav  of  ^  yj\  ^  2010  by 

Jorge  M.  Fernandez  Denize  Smithers 


d0j$%i  MARK  ANTHONY  LOOKINGBfLL 

=  Notary  Public,  State  of  Texas 

rW  Cornrnission  Expires 

September  07.  2011 


Notary  Public,  State  of  Texas 
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